


LETTER OF TRANSMITTAL

COMMONWEALTH OF KENTUCKY
THEACHERS! RETIREMENT SYSTEM
FRANKFORT

Honorable Keen Johngon
Governor of Kentucky

Thig, the Third Annual Report of the Board of Trustees

of the Teachers' Retirement System of the State of Kentuclky,
in compliance with KRS, 161,320, is regpectfully submitted,
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: N. .0, Kimbler,'Secretary
~ October 15, 1943, Teachers' Retirement System,



Third Annual report of the Teachsrs' Retirament Syetem of
the State of Kentusky covering the peried fyom July 1, 1942, to

Purguant to Seetion 161,320 KUS,, this report suthorised
and directed o be made by the Board of Trustesa of the Teachers'
Hetirement System of the State of Kentuoky covers the aotivities
and operation of the system, the fiseal tranesgtions, amount of the
sgcwsnlated cash and gecurities, stetigtical tadlep and general
balance sheet showing financial condition at the eloge of the third
figenl year,

Membarship of the !ura of Trustewe followst

Hary J, Haguire, Chairman, Lexington

“B, L, Trevathen, Vige Chalrman, Benton

Horton Walker, loulsville

¥, P, ¢'"Doanell, Bactern Kentucky State Teachers
College, Riohmond -

d, ¥, Brooker, mﬂﬂ“m‘ Publie Instruction,
Frankfort

Hubert Neredith, Attorney General, Frankiort

¥, B, ghannon, State Tressurer, Frankfort

*Haward L, Cawood gucceeded B, L, Trevathan by .
election July 1, 1943,

TABLE I WET MEMBARSHIP 19h2.h3

Hot m’hﬂ’dﬁp ytﬂ’dﬂﬁﬁy rwt“ & & 5 & 8 » 19;3&
New members with prior service sa s sun 078
Veow membors without prior servige . « o o o o Jal08

Total grosa nembership s 6 8 0 & ® alm
Withdrawals and deaths 19h2-43 1,062
Hembers yreviously retired 2us5
Hesbers retired July 1, 19U3 99
Hot Membership July 1, 1943 . ,

ali0h

20,392
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There are aboub 18,200 teaching positions in the sehools and
golleges coming under the purview of the RBetirement Act. BSeveral
teschsrs who have taught and pald contributions for a shors tme
only failed to file gervice records, and about 2500 have filad ger=
vige records bub are not now tesching, In the Teschers’ Savinge
Fund there are 26,800 accounts., The net increase in mewbership
(£iling service forms and receiving Hembership Certificates) during
1942.43 wms 1,155, '




PABLE II NUMBNR OF MEMBHRS, FRIOR SURVICR AND SALARIES 0 THE HND OF THIRD YEAR
. )8, 19'43

' [

B
Gross Brought Forward : 19,28 :
Few with Prior Service : 1,349 : m.7u7.1: 1.96 ' 1.002&.373.01' Thh, 53
New without Prior $arzrieu :_L._;Q_: _lione : l!ggg__ Yone ' Nome

Sub Tobal y BL,796 o 219,72T.1s 10.6 17,904,056, 7:, 867,86
¥ithdrawals and Deathy ; 1.062 : 7.2‘?5.-5: 6.9 : 9@6.250.l1| 933%.32

Totale and L'_rerng.os.

In ealoulating these averages, teachers without prior service are included,
If teachers without prior servige are excluded, the aversge prior service is then
11,5 and the average prior serviee galary ias $915,83, Table II includes all ree
tired teschers as having membership,

~ During the three yenrs of operation, 1,875 members have died or ﬂthérm and
their scoounts aggregating 566,650, have been refunded o estates, benefielarieg
or executors ag provided in the Aet, A corresponding amount hag been transferred
from the State Accumulation Fuad %o the Guarsntes Fund by order of the Board of
Trustees in pecordance with Seetion 161,420 Xis,

TABLE III DISTRIBUTION BY AGE GROUPE OF 1.{#163 HEV RETBANTS WITHOUT PRIOR SEEVICE

——— |
Age Group s  Humbey » Y !' s A Average
17 - 2% 5 883 1 $6h1, 84k, 78 1 & 726,89
25 - 29 : 100 : 90,052, 59 : 900,52
30 - 3k ! 81 ' 69,513.68 0 858,16
35 - 39 ! 54 : 61,19%,13 'ouze
4O - ik ; 23 ' 22,068, 37 ' 959.49
45 - 49 : 12 : 13,613, 55 ' L,134,06
50 - 5l ' g8 6.683.05 1+ 835,38
55 - 59 1 SR 2,067.24  , 689,08
6o - 61 : y ! 2,372.15 ' 790.92
65 - 69 ' 1 ' 300,00 ' 300,00
- : Wone , Home . Hione
Tetels and Averages : 1,168 : $909, 710,14 : $ 7718.86




fTable III which containg 883 members in the first age group appears to -
indicnte the influence of admitting high sehool graduates, The average salary
would indieate little incremsent for college eredit. It appears that many of

the older tenchers included im Fable III are merely helping ocut during the war

emergency.,

Age Growp

' B T S M 7 S T
' i S ' '

-2 ! g ' 168 ' 21 '¢ S57MMME5 1 4718.06
2-20 ' 2% ' giam! W12 ' 170,008.73 ' 720.38
-3 'oa0e5.90 ' 6,01 ' 253,450.13 ! 728,30
B-3 ' m 'o2,084.90 ' T7.58 ' 205,578.% 758.59
o~k ' o157 ' LAzheo ' gah o 1aLbsT.RL 173.61
k5 - k49 : 91 : 1,019.50 ' 1131 1 72,891.05 801,00
5054 ! 68 ' 1,089,70' 16,03 !  5L,3%.83 ' 75495
55-50 ! S ' 82220 1632 ! 39,5073 | 77590
60 - 64 : 30 : 686,20 : 22.87 : 22,337.93 : vThh, 60
65 - 69 : 16 : 349,10 : 21,82 : 9eTeM.99 | 607.81
70 - . SRR . L T .Y ;- 5THa00 ' 574,00

Totale snd =~ 1,349 , 10,747,20 ,  7.96 $1,004,375,00 ,  $744,.53
Averages ; _ ,
f— TSI T

Table I¥ gives the distribution by age groups of 1,3U9 new entrants having
prior gervige, It appears that meny of these members will remain in the teaching
profession, While the sversge prior service ig only 7.96 years, there are about
200 members with from 15 to 20 yvesvrs of prior gervice, Just as in the case of
last year, the average salary of this group of experienced teachers is less then
the average sanlary of new members without prior service,

Table IV algo seems $o show that a number of teschers with econsldersble prior |
gorvice are returning to the teaching profession in order %o glve assistance dur-
fng the emergency who would, perhaps, in mormal times not be tesching,

Table V includes teachers who have dled before retirement only. The number
@ompares with the number of deaths in other Retivement Systems, Men and women are
gaparate for actuarisl ressons.
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TABLE V DISTRIBUTION BY AGE GROUPS OF DBDRLW HEMNBERS SHOWIEG PRIOE SBEVIOR AND

]
17-2% 4, 3 4 3 4+ 6 ¢ 10,5 : 1.8 .s 2,381.75 + § 396,96
5-29 ' 5 '3 ' & 335 W2 ' 7,508 ' #3585
0-3% , 5 , 4% , 9, 9% , 102 , 6,09.9 , 676.9
B-9 9 . 8 0 13 1 1878 oAk ' 15,501.26 ! 1,199.33
bo-4 , 3 , 9 4 12 , 160,9 + 134 , 10,128,65 , gk, 05
us-% B ' o3 ) 7 ) 13.8 | 194, 8N2846 | 1,204,07
5 -84 o+ & + &8 v 12 v W7 ! 26,4 vo1h, 620 43 v 1,218,70
¥ 1 ] ] L ] 1 ]
55-89 ¢+ 1 + 8 v § ¢+ 242 1+ 26,9 ¢ 10,004,280 1 1,111.64
60o-64 | N taz ) a7 ) he2s , 249 | 21,8375 , 1,266.10
65-69 ¢+ 6 + & v 3h 0+ k2l v 32 v 22,025,684 ' 1,573.26
] ] v ] ;o ; ] '
70 = t 0+ B o % 1 120 ' 30 v 6,209,60 1+ 1,552 40
Totals and  no , 71 o 111 , 2431 ¢  19.3  +8124,500,36 o+ $1,121.63
Averages ; . ,

TABLE VI DISTRIBUTION BY ACE GROUPS OF FIRST 1,764 WEO HAVE WITHDRAWH THRIR AOCOUNTS

7. OR 5K SALARLES
Age Group : Humber : To ol :‘ Aver : F ol : p -
17 - 24 : 582 : 1,356 : 2.3 : $ 469,946,13 : $ 807.47
-2 , 5 , N9%9 5.8 y  496,671,08 |, 924,90
-3 v 3O OBAPME &9 ! 368,519,08 ' 1,041,001
/-39 . I 20, 1.7 | 192,080,6% | 1,103.68
4o - ¥ 69 e 187 ' 16,219.86 1+ 1,104,63
h5-% 29 | 3629 , 125 | 37,275 | 1,285,58
50 - 5% " . 191.7 ¢+ 17.k 1 14,578.00 « 1,325.27
55 - 59 O 5 1 108,1 : 21,6 ' 3,023,20 ' 604,64
L} L} L]
50 - Gh 1 3 1 39.3 '] 13'1 i 2'805000 3 935.06
: 1 ] |} § . (]
m’:ml : 1.763 ';ﬂm'#' ‘1.661'6“.311 _.

Table VI indieates to en extent the holding power and sttrastiveness of the
Retirement System in o prectieal way. MNembers with any considerable amount of prior
service ecredit are inelined %o retain their membership, even though they may tempo-
rarily leave the profession, Members temporarily out of the profession who leave
their secounts in the Teachers' Savings Fund rotain service eredit for three years,
gibject to extension to gix yesrs upon reguest giving reasens., Hundreds of teachers
ar® teking advantage of this provision of the Law,




Table VI shows that to July 1, 1943, refunds had been made to only 1,764 with-
drawn members. During the same period of time more than 6,000 teachers left their
professionnl work for other employment, It is evident that about geventy-five per
¢ent of those who have temporarily left the profeseion expsct to return to it, WNe
menbers sixty-five years old or older withdrew from the teashing profession during
the three-year peried.

TABLE VII DISIRIBUTION BY AGH GROUPS OF MEMBRRSHIP HAVING PRIOR SERVICE JULY 1,
1943

Age Growp , Number | ?q’t K I : —— znshm
17 - 24 : 2,467 : 54486, 5 : 2,22 :‘$ 1,630,196.11 : $ 660.80
25 -29 ¢+ W,525 ¢ 2508k ¢+ 558 ¢ 3h7h,150.h0 ¢ 167.71
30-3% % 1,396 | 40,7816 . 9.28 | 3,883,TM7.34 | 88347
35 -39 ¢ 3,087 o+ 39,536.8 ¢+ 12,8 1+ 3,100,h88,3% « 1,004.37
40 - Wi : 1,660 :27.195.5 | 16.38 ; 1,769,120.33 | 1,065.74
W -89 4 1,177 ¢ 22,936.3 + 19.49 ¢« 1,318,533,5 .« 1,120,325
50 -84 | 793 , 17,832.20 | 22,5 |  868,505.19 | 1,120.4%
55 « 59 8 594 o+ 1b,h33, + 24,3 g 634,830 00 +  1,068.74
60-64% | W05 , 9,615.74, 2374 |, W335 | 1,079.93
65 -69 216 + 6,80, ¢+ 30, ¢ 304,018,45 »  1,407.49
70 - ! Nome ' Wome ' Nome ' Hone . None
Totals and 250 _ : ,
e | 19,320 §209,551.64 ¢ 10.85 } $17,4h0,967.62 § § 902.65

Table VII is arrived at by adding to the table presented July 1, 1942, the data
for new members with prior gervice and subfracting the data for members who have re-
tired, withdrawn or died during the preceding twelve months,

Dus to the rapid turnover in many school aystems and the delay in receiving
gome reports, this table is not exactly acourate and does not exactly cheeck in every
respect, I believe, however, that 1%t is sufficiently acsurate to meet the require-
. ments of the Iaw and the needs of the Actuary. We ghall be bebter prepared to pro-
. duce an gxnet and accurate table at the end of the first five-ysar period,

The number of members having prior service ghows an incresse and includes
eertain teachers who are temporarily out of the teaching profession for three years
or less. Due %o the employment of former teachars with prior service, but with
legn college credit upon which ealary increments ars based, theve iz a decresse in
$he average prior service salary. Frior service salary is the average salary for
the last Tive years of serviee prior to July 1, 1941, and upon this the State's
gentribution for prior service is based in accordance with Section 161,550 KRS, Inm

uesting the appropriation for the next blennium, the salaries of members having
wior service in the sggregate of $1,440,967.62 wae dedueted from the amount ghowm
om thie table leaving a balanee of $16,000,000,, two per cent (2%) of which s
»000,, the amount of "Temporary Appropriation® requested.
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TABLE X 0OST OF ADHINISTRATION

1gho-b1 | § 476,089,149 : ¢ 23,669,88 : h.91

1ghle ! 481,713.03 : 18,232,93 : 3.78

1ghz-h3 ! 627,680,01 : 22,79.39 : 3. 56
f 0 '

Cogt of adminigtration of the Teachers' Retirement System of the State of
Kentucky shall not exveed s sum equal to 4P of the recelpts of the State Acoumuls-
tion Pund, Por the fiseal year ended June 30, 1943, the percentage was 3.56.
Operating expenges clear through the Expenge Fund and the Division of Accounts and
Control. Cogt of administration for the year 1942.U43 was lese than half of 1J of
recaipts and digburserents., Interest and profits amounted to approximately three
times eost of operation,

TABLE XI INVESTMENTS
Teachers' Retirement System
June 30, 1943

U, s.- Defense Bonds, Series G, ¢ 250,000,00 2.50%
U, 8 Treasury 2%, 1972-67 $20,000,00 2,39%
U, 8. Treasury 2}, 196267 22%,000,00 2,508
U, 8, Treasury 2}%, 1963-68 1,000,000,00 2,50%
U, 8. Treasury 23%, 1961-69 —en890,000,00 2.50%

Total Par Valus $2,985,000.00

Unamor tiged Premium 16,058, 77

Total Invested $3,001,058. 77

Average Net Yield 2,418

During the year 1942-13, we bave been able to purchase all gecurities required
for investmont at par, We have bought 2}% bonds exelusively. The average yield of-
our investments wneg 2,375 June 30, 1942, and ig 2,47F June 30, 1943, By selling and
reinvesting at par, we have been able to eliminate premium accumulated in 1941,
Promium ig mmortized to the cell date and our book value is the par value of the
bonde with the premium entered separately until smortiged, We receive daily market
reports on government gecurities,

Vhen the profit is sufficlent to justify sale and reinvegtment, securities
costing a premium are sold, provided the reinvestment can be nade at par, It is
noty however, the poliey of the Board of Trustees to trade in securities,




TABLE XII GENZERAL BALANCE sHIREY
Teachers' Hetirement System -

June 30, 1943
Ourrent Assets
Oash - Unencumbered $ 63,4247
Onsh - Regerved for Encumbrances (Sch,l) , ;
Total Cagh Balance 3:591,17
Accounte Regeivable : 2um
Total Ourrent Assets $ 63,615.58
Investment s
U. 8, Treasury Bonds ab Par (S¢h.2) $2, 735,000,00
U, 8. Defense Bonds, Series G (Sech.2) 250,000, 00
Unanortiged Premium on Treasury Bonds 16,058, 77

Agerued Interest on Treasury Bonds Furchaged
Total Invested

Fized Agnets _
Office Hynipment (Seh.3)
Total Ausets

Current Linbilities
Agoounts Payable _
Enoumbrances Outstanding (Seh,1)
Total Ourrent Liabilities

et Agsets

Fund Balanceg (Surplus)
Bxpenge Fund
Peachers' Savings Fund (Seh. k)
State Agoumulation Fynd - Par,
State Accumulstion Fund - Temp,
Allowanee Hegerve Fund
Teachers' Contributions
State Contribution - Per,
State Contribution - Temp, 1
ARF Balance - Temp. $582,207%, 64
ARF Bglsnce Def, for
Frior Service _5i2,546,46

Het ARF Bslance 39,657.18

Total AEF Balance
Guarantee Fund

losgad obligation §o present annultants for prior gervice,

. 1.;{3:2:

3,001,079.26

mﬂw‘ o
§3,073,577.64

11,810, 56°
$3,073,577.64 $3,073,577.64

%nig 4s the amount available for meeting snmuity reguirements and will be adequate for

about two quarters in 19U3.hl,




TABLE XIII GENERAL STATEMENT
RECKIPTS AND EXPENDITURES

July 1, 1942, to June 30, 1943

Gagh Balance July 1, 1942

Oagh - Unencumbered
Cagh - Regerved for Bncumbrances
Total Cagh Balance

Regeipte During the Year

Teachery' Savings
State Contribution - Fer,
State Contribution - Temwp.
Interest on Investmente Collected
U, 8. Treasury Bonds Sold
Profit on Bonds Sold
Deposit on Bornd Sebsoription Returned
Annuity Peyment Cheslts Returned
Allotuent for Expenses
Legg Amount Returned to Allotment!
Net Allotment for Expenses
Acerued Interest Fayment Returned
Execess Refunds Reeoverad
Total Recelpte
Total Onsgh Awailable

Digburgements for 194i-h2

Expenses Faid
Returned to General Fund
Total

Disbursements for 1942-h3

Administrative Expenses
Board of Trustees Expenge
Fldelity Bond
Medienl Expense
Miscellaneous Expenge
Postage
Printing and Office Supplies
Salaries
Telephone & Telegraph Bxpenge
Travel Expense
Office Eguipment
- Total Expenges Fald
Refund Claime Paid {Sch,5)
Age Retirement Allowances Paid
Pigebility Retirement Allownnces Pald
¥, 8, Defense Bonds Purchaged
V. 8. Trecsury Bonde Purchaged
Deponit on Defense Bond Application
@o1d Checks Pald

ﬂ!‘ota.‘g. Dighureenent s

¢ 97,770.14

% 559.2751.55

5 :
Bes
nz:m:g
|391~
50.200.00
‘ehl(mom )
22,319.39
61.20
_—.——oﬂlﬂ
' & 309,20
§ 668,63
50,00
2,00
25k by
380,64
18 §°"’§Z
'13329
372,
22,164,19
46,184, 37
53.973.52
1,451,
150,000, 00
Lsﬁnm.ﬂ-

50,000, 00

=10=

¢ 101,899.68

Jy
2,219, 585.99




Cagh Balsnee J : '
Cagh Heserved ;:: @m@&wn
Unencumbersd Cach Dalonce June 30, 1943

1R%eturned to the Allotment Account snd nsed o mateh tesshers' savings.

At the close of the third fiseal yeny the liguid masets of the Toschers' Retire-
ment System amountad $o $3,001,079.26 invested in Government bonde snd cssh balsnce
of $63,615,58, There was in the Teachers' Saviags Fund $1,%9%,340,39, a like smount
in the State Accumulation FPund and $34,000,00 in the Guarantee Fund, Interest and
profits gollected during the yesr smounted to $67,000,00 in round numbers, ALl
annul tles and other obligntions were prompily taken eare of,

The Allowsnce Regerve Mund has besn and st111 ig our moet dlfficult problem,
The balance ia this fund is 341,810,56 vheress under opbtimum conditions we should
have a belsnce of $8582,000,00, The State's temporsry approprintion for prior ser-
viee has been adequate to meat current expenditures, b 1% has not been sufficient
to take eare of the whole obligation for prior servise entered into currently, Ve
sincerely bope that in the near future the State will be able to take eare of a
gronter percentage of this obligation %o the retired tescbers and active teachers for
prior service. For the snguing year we anticipote no diffieulty in being able o
meat all digbursements and expenmes reduired,

- The total assets of the Temcheras' Hetirement Hystem was $3,073,577.6% on June 30,
LN

The assets of the Retirement System are held in five funds deepignated by the
Hetirement Act, The delly financial transactions of the Retirement System are prope
erly recorded in s permsnently bound set of books stored, when not in uwse, ina
fireproof safe, Interest ie not kept on an acorunl basis, but is credited at the
time 1t is eollectad, 7This onsbles us to sssily bolance the books at the close of
any day'e business, Dally ecash receipts are entersd and sll receipts and disburge=
mente are not only recorded currently, but are swported by the proper journal
youshers to fagilitate suditing,

A most somplote, detailed bond register is maintalned,

Every account ig subjeet to a controlling mcoount with which it ie balanced
sonthly, guarterly end snnuslly,

The State Auditor is Em-officlo Aunditor of this ageney and a coneollduted balance
ghoot prepared by his of fice is included in this annusl report,

Plenge be referred to Table XIV and Table XV prepared by the State Auditor, and
hip Letter of Trangnittal and Comments, page 14 of this report, The feotnotes
' Pable XIV and Table XV sre ours.
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Ostober 12, 1943 |

Honorable Keen Johnson
Governor of Kentudky
Frankfort, Kentucky

Dear Governor Johngon$

We gubrdt hevewdth report of our pudit of the Teachers' Retirement System
of the Stute of Kentucky for the year ended June %0, 1943,

This examination wae made by J, N, Meador, under my supervision,
Hegpeetfully submitted, |

(Signed) Bert L. Sparks

Bert L. Sparks
Auddtor of Publie Ascounts

S22K3222

Many ehenges heve been made in membership during the yeer, and more are
boing mdded eanch year, The rebired teachers are receiving their annmuity checks
as provided hy law,

" The State Accumulstion Fund, the Teachers' Savings Fund, mnd the Guarantee
Pund are in fine condition. The Allownnee Reserve Fumd, while showing good
improvement, is not sufficlent at this time 0 pay 21l anmuities of retired
teschers during thelir 1ife expectancy, However, the fund 1ls sufficient for cuwr-
rent obligntiona,

¢ The investmants are in U, S, Tressury and Defense War
Bonds, Fresent agonomic sonditions make investmonte of this type mandatory,
Ingome from Government Lssves comparss favorably with income from good Hunielpal
fgoues,

Aggountingt There are 27) eccounte with school digtriets and inetitutions,
which are mombers of the Retirement Syw tem, snd which conatitute control assounts
for aprroximetely 27,000 individual members,

The Seeretary and Offiee Porsomnel appear %o be well qualified for their
positions and maintain the fumd efficiently snd aseurately.

.#n_gms The Seoretary is under a $10,000,00 bond with the Aetna
Ca snd Surety C ¢+ Hartford, Conneoticut. Bond number 3455307,
expirabion date July 1, 1944, Bond 1w on file with the Seeretary of State,




